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The dispute between the London Master 
Printers’ Association and the London Society 
of Compositors has not been settled. A 
meeting between the two sides arranged by the 
Minister of Labour last Monday broke down in 
deadlock. e next stage is the opening 
next week of the Court of Enquiry to examine 
and report on the dispute. The circum- 
stances are so complicated that the process 


One Shilling 





of enquiry can hardly be short. 

We can but do our best, so long as the 
dispute continues, to provide as many readers 
as possible with an emergency issue of The 
Economist. For its many inadequacies, we 
ask forbearance; but we hope it is not mere 
vanity that leads us to suppose that this 
substitute is at any rate preferred to no 
ussue of The Economist at all. 


CHINA AND KOREA 


General MacArthur’s latest report to the 
United Nations on the Korean campaign only 
confirms the evidence of the week’s fierce 
North Korean offensives. Shortage of ground 
troops remains the United Nations’ gravest 
danger. The United Nations forces are still 
heavily outnumbered and although military 
opinion believes the United Nations base can 
be held, a fighting return to the 38th paral- 
lel is inconceivable without calling on much 
larger resources from the free world. And 
even the base itself might be in danger if 
the North Koreans were to receive reinforce- 
ments from outside. 

Such reinforcements could come from one 
source only - from Communist China. Among 
the alarming possibilities that American 
military experts must consider is the risk 
that the war may be extended by Peking’s 
intervention and the United Nations find it- 
self in a state of hostility with the new 
Chinese regime. The delicacy of the Formosan 
issue lies precisely in this, that it could 
provide Mao Tse-tung with an excuse for 
intervention which would be effective enough 
to undermine the present unanimity of the 
free nations. A major aim of responsible 
American diplomacy must, therefore, be an 
attempt to keep the issues of Formosa and 
Korea apart and to convince the Chinese Com- 
munists that the way to a settlement of 
Formosa lies through the ending and not 
through the extension of the Korean war. 

President Truman has done his utmost to 
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make this position clear. In his broadcast 
to the nation last Friday, he reaffirmed 
American policy in terms which only Commu- 
nists, fellow travellers and professional 
anti-Americans could misinterpret. The 
American Seventh Fleet would, he said, be 
withdrawn once the Korean conflict was over 
and America, having no territorial ambitions 
of any sort in Asia, would leave the future 
of Formosa to the United Nations. If any 
statement of Western policy can reach to 
Peking and be understood there, the Chinese 
Communists have been told, almost in so many 
words, that but for the Korean incident, 
Formosa might already be theirs and that it 
is the fact of aggression in Korea, not any 
United States action, that stands in their 
way. If, in face of these facts, they 
choose to intervene in Korea or to move to a 
seaborne invasion of Formosa, they will show 
the world at large that they are more con- 
cerned with the Moscow-directed strategy of 
general aggression than with China’s own 
legitimate interests. 

It is possible, however, to question 
whether the facts of the American position do 
reach Peking. The isolation of the new 
regime is almost complete. [Its only steady 
source of information is the tainted spring 
of Moscow. To bring the new Communist 
regime out of its dogma-ridden seclusion and 
expose it to the realities of the inter- 
national scene is an essential preliminary 
to any successful projection of American 
policy. Whether this can be done so long as 
Communist China remains outside the United 
Nations is doubtful. Put it is equally un- 
certain whether China’s admission would alone 
be sufficient to produce a major relaxing of 
tension in the Far East. The arrival of a 
delegation from Peking would make it possible 
to open up new lines of communication with 
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Mao Tse-tung’s government. Something might 
also be gained from the standpoint of the 
free nations themselves. The question of 
China’s representation is one of the most 
important issues dividing east and west and 
Asia and America within the United Nations. 
Since unity of view is an essential element 
in the free world’s resistance to Communist 
pressure, the ending of this rift could not 
fail to reinforce the side of freedom. 

The essence of the argument for Commun- 
ist China’s admission is, therefore, that the 
Communists as full members of the United 
Nations may be less likely to intervene in 
and extend the Korean war and that the free 
world, with the dispute over China off its 
hands, may be less likely to fall into dis- 
sension. These points are, however, nega- 
tive - steps taken less worse befall - and 
some observers are not content to leave the 
matter there. They argue that Communist 
China’s admission will bring with it the pos- 
itive advantage of making it easier to settle 
the Korean war by negotiation. China, so 
the argument runs, is vitally concerned in 
the future of Korea. No settlement can be 
made there without the concurrence of the 
great power most immediately involved. If 
China is admitted to the United Nations, it 
will be more ready to acquiesce and assist 
in a negotiated Korean settlement. 

At this point, the argument becomes, 
surely, much less convincing. It makes 
assumptions about the outlook of the Peking 
Government which are, to say the least of it, 
unproven, If anything has been conclusive- 
ly demonstrated by the course of Communist 
diplomacy in the last five years, it is that 
no Communist state can maintain ‘normal’ re- 
lations with a non-Communist state, so long 
as it permits Moscow to dictate its policy. 
With the possible exception of Finnish-Soviet 
relations, the normal Moscow attitude towards 


Rearmament 


This week the Trades Union Congress has 
been holding its eighty second annual con- 
gress at Brighton. The dispute between the 
london Society of Compositors (whose secre- 
tary, Mr Willis, is a member of the general 
council of the TUC) and the London Master 
Printers Association has again made it neces- 
sary to reproduce The Economist by unconven- 
tional means, with the result that. these 
words mist be written before the full pro- 
ceedings of the conference are available. 
The resolutions before the congress cover as 
usual an enormous range of subjects, and on 
two of them - the Labour Party’s decision to 
put further measures of nationalisation into 
cold storage, and the government’s decision 
to support the United States’ action in 
Korea - the General Council has scented the 
existence of sufficient opposition to issue 
special, and very sensible, reports. But 
the chief preoccupation of the delegates is 
clearly the question of wages. Throughout 
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non-Communist governments is that they have 
no right to be non-Communist and that every 
step must be taken to ensure that they becane 
Communist as quickly as possible. The sat- 
ellites have invariably fol lowedRussia ’s 
example. Only when the fatal link with 
Moscow is broken do more normal relations 
become possible. For instance, while Bulg- 
aria and Albania continue to send guerrilla 
forces across the Greek frontier, Jugoslay- 
Greek relations are taking on a more order ly 
shape. Before, therefore, anyone can say 
that Communist China will assist in a Korean 
settlement ‘by negotiation’, it must be known 
what type of Commnism flourishes in Peking, 
If it is of the Moscow stamp, only one kind 
of Korean settlement will be acceptable in 
Peking - one which leaves the Korean Commun- 
ists in a position to take over the govern- 
ment either immediately or within the short- 
est space of time necessary for local dis- 
ruption and sabotage. No amount of United 
Nations guarantees or American undertakings 
will modify this fact. 

Only if Mao Tse-tung begins to show 
‘Titoist’ tendencies will China be likely to 
tolerate a ‘free’ government in Korea or to 
co-operate in establishing its authority. 
The information is so far quite insufficient 
to permit any forecast of the most likely 
line of development in Peking. Until more 
evidence is available, those who advocate the 
admission of Communist China by the United 
Nations on the grounds that such a move will 
secure Peking’s assistance in a_ Korean 
settlement tend to overstate the case. It 
is possible to argue that the admission of 
Communist China into the United Nations might 
assist towards the localising of the Korean 
conflict and might close a dangerous rift 
between the non-Communist members of the 
United Nations. It would appear more than 
hopeful to expect other advantages - yet. 


and the TUC 


the summer, pressure for higher wages has in- 
creased, and since the conference papers were 
assembled, the government has decided to 
spend annually between £300 million and £400 
million more on defence, of which some £70 
million is to take the form of increased pay 
for the services. 
It is natural enough that trade union 
leaders should be worried that rearmament 
will cause a further degree of inflation or, 
less likely, a pruning of government expendi- 
ture on the social services. Either event 
would hit the pockets of their supporters and 
reinforce the pressure for a general increase 
of wages, and responsible trade union leaders 
are not blind to these dangers. Moreover, 
they may well feel embarrassment that the 
first actual rearmament expendi ture should 
take the form of a marked increase in service 
pay when there are outstanding claims for 1- 
creased wages affecting over four million 
people in civil employment. The paradox 
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that the government has granted to its own 
employees an increase in wages which it has 
denied or discouraged in other sectors of em- 
ployment is an obvious target for the mis- 
chievous to aim at. Those unions which are 
lead by Communists or unscrupulous and in- 
transigent leaders will no doubt make great 
play with this fact, even to the point of ad- 
vocating the end of compulsory arbitration 
and a general trial of strength with the 
emp loyers. 

Mr Attlee attempted to explain to the 
congress the reasons which have made it nece- 
ssary to launch a rearmament programme and 


the economic dangers which may result from it. 


Since it is the natural consequence of resis- 
ting Russian aggression, it can be presumed 
that all but the Communist minority among the 
trade unionists will accept the reasons for 
it. But a prolonged campaign of explanation 
and a more trenchant use of words will be 
necessary to convince trade union members 
that these things give them no title to in- 
creased wages. Such increases would be jus- 
tified neither by the possibility of further 
inflation nor by the increase in the pay of 
the armed forces. The only justification 
for wage increases remains as before rearma- 
ment - greater and more economic production. 
Without any question, rearmament will have an 
inflationary effect, since the new demands 
for defence falling on particular industries 
are likely to outstrip their projected in- 
creases in productivity during the next three 
years. Rearmament, if it is to be done ade- 
quately and well, will call for sacrifices in 
the standard of living of the whole nation. 
There is no reason why organised labour 
should rank for any special exemption which 
is denied to other sections of the community. 
The same argument would hold if, in order to 
ward off inflation, the government were to 
reduce expenditure on the social services. 

The particular case of the increased 
pay of the services is different. Here 
the government has deliberately used its 
power to raise the level of pay in the ser- 
vices and as far as the lower ranks of the 
services go it has done this in full measure. 
The recruit now gets a basic rate of pay 75 
per cent larger than the 1945 rate, whereas 
average earnings of adult males in industry 
have increased by 25 per cent in the same 
period. But the 1945 rate of service pay 
was very low on any comparison with the re- 
wards of civil employment, and the government 
having at last decided that it must augment 
the services by using financial inducements 
to draw men from civil into military employ- 
ment, has done the very least that will be 
effective. 

The government, by taking a positive 
line of action on rearmament and defence, has 
taken the risk of stirring up resentment in 
the ranks of the trade unions. It is for 
the unions to decide whether their reaction 
will be positive or negative - whether it 
will be regarded as a challenge or merely as 
the occasion for grumbling and lobbying. By 
using the weapon of financial inducement to 
raise the strength of the forces, the Govern- 
ment has at last shown that it is prepared to 
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recognise the principle of the wage differen- 
tial in order to shift labour from one occu- 
pation to another. Mr Bullock, in his pres- 
idential address on Monday, spoke with pride 
of the sense of responsibility of the British 
trade unions, and it has been a proud claim 
that the Hritish unions initiate wage claims 
with a greater sense of economic realism than 
say the American or French unions. Is it 
not time then for the British unions to in- 
vest their own voluntary organisation, the 
TUC, with greater real power to sift and re- 
vise their various claims on the basis of a 
clear understanding that increases in wages 
should be based on the need, first, to reward 
skill and, second, to induce labour to flow 
from the less to the more important indust- 


ries? The resolutions which stand to the 
name of the Inland Revenue Staff Association 
and the National Union of Public Employees - 
unions which it is true are exceptional in 
the calibre of their membership and of their 
leadership - suggest that this idea has al- 
ready gained some ground among thoughtful 
trade unionists. 

There is also a wider issue than the 
question of a coherent wages policy. It is 
quite clear that the present Russian policy 
of limited aggression has as one of its ob- 
jects the creation of a state of alarm among 
the western nations which will force them 
into a rising defence expenditure and there- 
fore by Marxist calculation into a declining 
standard of living, which in its turn will 
result in a lowered resistance to the growth 
of Communism. In Britain at least, the 
trade unions have it in their power not only 
to make the Russian calculations miscarry, 
but to cause the reverse to happen. ‘The re- 
armament programme should have removed the 
remotest fears of any significant unemploy- 
ment during the next few years and there is 
consequently no justification for the restri- 
ctive practices which still prevent the 


Louis Philippe is at last - not in- 
deed gathered to his fathers, - but 
committed to the grave in the hope that 
at some future day when the subsidence of 
old animosities or the occurrence of some 
new convulsion shall have rendered it 
practicable, his remains may be permitted 
to revisit the country he so long govern- 
ed...With him terminates the race of men 
who saw the commencement of that great 
social earthquake, which overthrew the 
oldest Dynasty in Europe, shook society 
to its foundation, unsettled the minds of 
men to their inmost depths, turned up the 
subsoil of nations with a deeper plough- 
share than Destiny had ever before driven, 
and opened the way for those new political 
ideas and those new political arrange- 
ments which are still operating and fer- 
menting, and the final issue, the “per- 
fect work’’, of which our children’s 
children may not live to see. 


Che Economist 


September 7, 1850 
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British industrial machine from running in 
top gear. If trade unionists were prepared 
to accept the implications in industrial pol- 
icy of the resolute international policy 
which their native good sense leads them to 
approve, then Britain would be in a far bet- 
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ter position to withstand her enemies. fe. 
yond that, the emergency might even mark one 
of those great advances in general economic 
thought and practice (as in the United States 
in the last war) by which intelligent peoples 
can derive good out of evil. 


NOTES OF THE WEEK 


Political Backwater 


While the world holds its breath to see 
whether the United Nations’ front in Korea 
will succeed in withstanding the latest on- 
slaught of the North Korean forces, the 
stream of discussion and leadership in Bri- 
tain seems to have been diverted in a turgid 
backwater. Mr Attlee in his broadcast of 
last Saturday may have been logically correct 
in stating that there was no point in dating 
the recall of Parliament earlier than Septen- 
ber 12th, but the result of this decision is 
that both he and Mr Churchill have had to use 
the BBC to carry on a debate which should 
have taken place on the floor of the House of 
Commons, thus perverting the party political 
broadcast from its proper use. 

Mr Attlee may have been justified in 
some of his attacks on Mr Churchill; the 
point that he misses is that his government 
has a very great deal to answer for in its 
handling of defence, both in the immediate 
tactical aspect, such as the S$mallness of the 
British force so tardily dispatched to Korea, 
and on the wider strategic aspects of the 
failure to adapt its defence policy to keep 
pace with, let alone forestall, events. Al- 
though Mr Churchill’s assumption that he is 
the only man who can save Britain may rile 
the Labour Party, the Labour government has 
still to prove that it has the capacity and 
energy to take time by the forelock. It 
faces a nervous parliamentary situation this 
autumn with the likelihood of trouble on its 
own left wing and an insecure majority over 
the opposition: leadership in ideas and 
actions will stand Mr Attlee in better stead 
than a hundred apologias. 


Trade with Russia 


Clearly it is possible to pick holes in 
the Prime Minister’s broadcast defence of 
Britain’s trade arrangements with Russia. 
British exports to Russia consist mainly of 
types of machinery for which delivery dates 
are long and demand, in present circumstances, 
virtually inexhaustible; how, then, can Mr 
Attlee claim with confidence that “these ex- 
ports have not affected injuriously either our 
home or export requirements’? Russian tech- 
nical inspectors in a British engineering 
works are likely to see things that may be of 
interest to the Soviet Government; “condi- 
tions which prevent any disclosure of secrets” 
are not, therefore, easy to assure in any ab- 
solute way. But when these points have been 


conceded it is still true that the deliveries 
now being made to Russia are in return for de- 
liveries of grains and timber that are not 
less valuable to Britain. The bargain was 
made in successive trade negotiations for the 
mutual benefit of both countries, and the Rus- 
sians have performed their part of it. In 
what circumstances ought the British Govern- 
ment to break its undertakings? More is at 
stake than the wounded feelings of a Britis} 
machine tool manufacturer. 

The Government, in deciding whether to 
interfere with the British exports, has to 
consider not only the value of machinery to 
the Russians but the value of coarse grains 
and softwood to Britain, and it would be fool- 
ish to pretend that the “strategic”’ value is 
all on one side. It has to find out whether, 
if Russian deliveries stop, equivalent sup- 
plies will be forthcoming from elsewhere 
without dollar cost. But further, it has to 
determine at what point in the deepening in- 
ternational crisis the definition of “strate- 
gic’’ commodities is to be so widened that 


trade between Britain and Eastern Europe 
ceases altogether. 


Atlantic Defence Takes Shape 


The deputies of the Atlantic Council 
have compiled their reports for the meeting 
of the full Council which will take place on 
September 15th and 16th in New York. Certain 
ideas are known to be gaining favour in the 
United States - for instance, the setting Up 
of a single Atlantic Command in place of the 
more limited authority of Fontainebleau, and 
the stationing of more British and American 
units in Europe. But these developments 
mist, in American opinion, depend upon the 
readiness of Europe to contribute 1ts own 
share. Mr Louis Johnson has made it clear 
that America will only help those that help 
themselves. 

The week has however brought further 
evidence that the European powers are no lag- 
gards. The British decision to extend mili- 
tary service to two years has been followed 
by Belgium. In France, the Prime Minister, 
M. Pleven, has made his long awaited seate 
ment on French defence policy and announce 
that the French contribution to a peacetime 
European army will consist of 20 divisions: 
As a first step in the expansion necessary 
to build up this force military service Ww} 
be extended to eighteen months. u 

All this mst be heartening news for "r 
Johnson, yet it is essential, at this critic 
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al stage, that the more powerful Atlantic 
powers Should not seem to be waiting upon 
their neighbours. France’s fears of renewed 
inflation and of a potent fifth column are 
inhibiting enough. The real spurt will be 
lacking unless America and Britain are pre- 
pared to give a really generous lead. 


Defence of Ireland 


The discussion of Irish defence (writes 
our Dublin correspondent) is inextricably 
bound up with Eire’s attitude to the Atlantic 
Pact. Over the proper scale of defence pre- 
parations there are divisions of opinion be- 
tween the political parties, but there seems 
no reason to believe that any conceivable 
Irish government would consider adhering to 
the Atlantic Pact. It goes without saying 
that Irish sympathies are not with Russia, 
but as Mr James Dillon, the Minister of Agri- 
culture, affirmed in a recent speech, these 
sympathies cannot at present march with the 
Atlantic powers, the reason being of course 
that a treaty alliance with Britain would in- 
volve recognising the permanence of partition. 
No party would be prepared to accept foreign 
commitments without a prior agreement, if not 
on the whole question of partition, at least 
on Tyrone and Fermanagh. This does not pre- 
clude an appreciation of the fact that the 
larger conduct of a future war might be con- 
siderably aided by the presence of Anglo- 
American air and naval bases in Eire, and 
many Irishmen see no reason why Irish troops 
should not take part in the defence of all 
Irish territory, Derry as much as Berehaven. 

The fact that Eire does not feel able to 
join the Atlantic Pact makes it peculiarly 
difficult to frame a sensible defence policy. 
The forces have been cut down steadily since 
1944: the present establishment, which the 
Opposition considers quite inadequate, calls 
for a force of 13,000 but its actual strength 
is only some 8,500. Men, however, are pro- 
bably not the chief barrier to expansion: 
the steady flow of time-expired men from the 
Curragh to the British army suggests that 
Irish basic training is adequate, and so many 
Irishmen have fought for or against Britain 
that the reserves of men with some military 
experience must be considerable. The pro- 
blem of expansion would be that of equipment. 
The Irish army is lacking in weapons and in 
armoured vehicles, and there are almost no 
anti-aircraft defences - a fact which colours 
the diplomatic policy of any Irish govern- 
ment. Moreover ability to pay for equipment 
will now not amount to ability to obtain it. 


Wr. Ehrenburg Explains 


The recent visit of Russia’s star propa- 
gandist, Mr Ilya Ehrenburg, to Western Europe 
has at least had the effect of making him 
aware what intelligent people outside the 
Iron Curtain think of the stunts of the Com- 
munist “peace’’ campaign. This awareness is 
manifest in an article in Pravda in which he 
admits that “hypocrites” in the West say: “We 
are against the atomic bomb, but the Russians 
have large numbers of tanks. Why are you 
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not against tanks?” Mr Ehrenburg’s answer 
is that banning the atomic bomb is only a 
“first step” and that, of course, the “sup- 
porters of peace” will take up the question 
of other lethal weapons later on. 

Unfortunately for Mr Ehrenburg’s argu- 
ment the motives of Russia in launching this 
campaign have been only too obvious to anyone 
familiar with the relations of power in the 
current international situation, and such 
success as the bogus “peace” petition has had 
has been with unthinking people who are 
ready to sign anything claiming to be for 
peace and against atomic warfare. In seek- 
ing to build up in Western public opinion an 
inhibition against the use of the one arm of 
warfare in which the West has almost cer- 
tainly a decisive superiority, the Russians 
and their Communist fifth columns are merely 
carrying on a propaganda intended to help 
their own strategic advantage in the event of 
war. The most suitable counter-action in 
the West would appear to be a campaign for 
the abolition of tanks, a weapon in which 
Russia appears to enjoy present superiority. 
And if this motive is thought unworthy, a 
strong case can be made for the view that the 
tank is far more essentially an instrument of 
aggressive war than the atomic bomb. Atomic 
bombing, even if used without warning, would 
not win a war against a strong nation, unless 
there were ground forces powerful enough to 
follow it up and occupy enemy territory; on 
the other hand, the Blitzkrieg from the Nazi 
invasion of Poland in 1939 to the invasion of 
South Korea two months ago consists primarily 
of a sudden assault by armoured columns with 
their spearhead of tanks. 


Dr. Malan and South-West Africa 


The victory of the Nationalist party in 
the elections in South-West Africa last week 
was a disaster for everybody save Dr. Malan 
and his followers. Nationalist candidates 
were elected in all six constituencies and 
General Smts’s United party were totally de- 
feated. Dr Malan now has an absolute major- 
ity in the House of Assembly and an increased 
majority in the Senate. He need no longer, 
therefore, suffer the restraint of the more 
moderate Mr Havenga on whose support he has 
hitherto had to depend. 

The result means an incalculable loss of 
prestige for the United party which can now 
have very little hope of victory in the next 
general election, and no hope at all of being 
able to influence the future decisions of the 
present Government. For the Hereros, on 
whose behalf there has been so much agitation 
at Lake Success, the outcome means the cer- 
tainty of oppression made even more unsuppor- 
table by Nationalist attempts to placate 
their new German supporters. These men have 
a record in native affairs that is even worse 
than that of most South Africans. 

The gravest consequence is, however, 
that Dr Malan may now carry out all his plans 
without the risk of parliamentary defeat and 
without effective opposition from any quar- 
ter. The entrenched clauses of the South 
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Africa Act will presumably be disregarded; 
the Cape franchise for coloured voters will 
be annulled (reducing still further the 
chances of a United party victory); the three 
seats of the natives’ representatives in the 
House of Assembly will be abolished; and 
South Africa will become a republic within 
the Commonwealth, based, ironically enough, 
on the Indian model. Dr Malan will probably 
also begin to enforce the Group Areas Act and 
the Anti-Communism Act much more strictly 
than hitherto; liberals are already being 
labelled as Communists in the public speeches 
of Cabinet ministers. If such, indeed, is 
the melancholy sequence of events, progress 
sive opinion throughoutthe Commonwealth will 
begin to question the value of a link which 
appears to associate them - however indirect- 
ly - with Dr Malan’s disgraceful procedures. 


Semi-Public Housemaids 


The Annual Report of the National Insti- 
tute of Houseworkers is a baffling document. 
No one denies that the Institute’s aim - the 
raising of the status and standards of domes- 
tic work - is admirable and necessary; no 
one criticises its training methods; and if 
its code on hours and overtime is awkwardly 
rigid, it has value as a rough standard for 
general decent practice. Were the Institute 
a purely private affair, or the public grants 
which it receives a minor element in its fin- 
ances, this general impression would be good 
enough. However, with three-quarters of its 
income provided by the taxpayer, something 
more is needed than cheerfully sketchy gene- 
ralities and optimism. When the report 
gives definite figures, they are mildly hor- 
rifying. That a nine months’course at a 
domestic training centre should cost as much 
as a year at a good public school is none the 
less startling because the student herself 
gets it gratis. This is raising the stand- 
ard with a vengeance. 


Possibly this is merely a matter of 
growing pains, of heavy overheads which will 
become less onerous with expansion. The 
report vouchsafes no explanation. Nor is 
any real light cast on the questions, not 
without importance, of how long the expen- 
sively trained diploma-holders stick ta dom- 
estic service and whether they go where they 
are really needed. There is general reas- 
surance; “remarkably few’’ desert domestic 
work altogether, “most” go into resident em- 
ployment where there are children, the old, 
or the sick. These generalisations might 
mean anything. Obscurity on these points, 
on the growth of numbers in training, on the 
respective importance in cost of tuition, ad- 
ministration, board and lodging, and allow- 
ances, is not adequately atoned for by quot- 
ing testimonials from employers and chatty 
letters from “pre-diploma workers”. The In- 
stitute may be making a perfectly sound be- 
ginning on a needful and valuable job; or it 
may be a gaudy example of minor lic extra- 
vagance. No one could tell from its report 
which interpretation is correct. 





THE ECONOMIST, September 9, 1959 


More University Teachers 


Perhaps the most encouraging feature of 
the University Grants Cotmittee’s report for 
1948-49 is the improvement it shows in the 
ratio of students to staff. In 1947-48 it 
was 1] to 1; in 1948-49 it was 10X% to 1, 
In terms of individual attention to students 
this is an important step forward.  Univer- 
sity teachers are still desperately pressed, 
particularly at the non-residential universi- 
ties where so much time is wasted in travel- 
ling, but every improvement in the ratio does 
something to relieve the pressure. The lar- 
gest increase in numbers is in the ranks of 
lecturers andsenior lecturers, but itis some- 
thing of a surprise to discover that the nun- 
ber of full-blown professors increased by 85 
over the previous year. 

Another surprise is the fall in the nun- 
ber of women students. Between 1947-48 and 
1948-49 the total number of students rose 
from 78,000 to 83,000, but the number of 
women students fell from 19,442 to 19,388. 
The reason may be that 1948-49 was one of the 
peak years for students with ex-service 
grants and the recipients of these grants 
were predominantly male. 

In other respects the developments shown 
are very much what one would expect: the 
proportion of students studying arts subjects 
declined very slightly in favour of science 
and technology; the dependence of the uni- 
versities on income from parliamentary grants 
increased slightly; and every university 
showed an increase in numbers except Oxford. 
The next big uncertainty is to know how nun- 
bers will be maintained when the number of 
grants to students begins to fall. Neither 
the Ministry of Education nor the local auth- 
orities have as yet taken steps to fill in 
with scholarships more than part of the gap 
left by the ending of ex-service grants. 
Are there a sufficient number of students of 
adequate quality and capable of paying fees 
to make up the balance? 


Shorter Notes 


An article in The Economist of January 
7, 1950 drew attention to a forgotten empiri- 
cal formla on electoral voting which states 
that if, after a two party contest, the votes 
have been cast in the ratio a;6 then the par- 
liamentary strength of the parties will be in 
the ratio a3:b3. The theoretical basis of 
this formula has now been examined by Profes- 
sor Kendall and Mr A. Stuart in the September 
issue of The British Journal of Sociology. 
They show that the formula is only valid if 
the election results conform to certain math- 
ematical conditions, and that although recent 
British elections have fulfilled these condi- 
tions, there is a great element of uncertain- 
ty in using the law for forecasting. 


Average prices of exports and of imports 
both rose by over 1% per cent in July, the 
rise in import prices being wholly due to a 4 
per cent rise in raw material prices after 
thé invasion of Korea. 
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Books and 


“England before Elizabeth” by Helen Cam. Hut- 
chinson’s University Library. 184 pages. 7s6d 

England before Elizabeth is a vast sub- 
ject: indeed, Professor Cam begins it with 
the Iberians, who visited England from Spain 
in 2500 B.C. But primarily it is mediaeval 
history, and it is fortunate that it should 
be summarised by Professor Cam, - one of the 
most distinguished of those Cambridge mediae- 
valists who have rescued the subject from the 
ecclesiologists, the triviolators, the her- 
aldists and the bores. 


“The Englishman of Elizabeth’s day”, 
says Professor Cam, “confronted by hazards and 
opportunities unknown to his ancestors, owed 
to those ancestors more perhaps than he was 
willing to recognise”...What was his (and our) 
greatest debt? Not the Church, for that was 
cosmopolitan, and the Reformation had radi- 
cally altered it. Indeed, for reasons of 
space, Professor Cam deals somewhat lightly 
with the Church, though she emphasises its 
service both in organisation and in keeping 
England from isolation. Our greatest debt 
is the English law and local government, and 
these two subjects give to this book the 
theme which unites so vast a subject: the 
canon law evolved and extended by cosmopoli- 
tan churchmen; the Roman law, introduced by 
Vacarius under Stephen; the common law, de- 
veloped from custom and formalised by great 
legislating kings and the lawyers who follow- 
ed them. It was the common law which, al- 
ternatively championed and challenged by 
kings and barons, and despised by the human- 
ists of the Renaissance, “was in the next 

neration to be the first defence of English 
iberties against the encroachments of the 
New Monarchy”. 


But if the law gives unity to her sub- 
ject, through what diversity does Professor 
Cam follow it! We see the commercial king- 
dom of Mercia flourishing under Penda and 
Offa; the industrial and commercial revolu- 
tion, under the Angevins; the growth of the 
wool tradé and the cloth industry; and the 
redistribution of wealth through war, trade 
and taxation which, dissolving the old con- 
cepts of feudalism, turned the higher baron- 
age into an oligarchy and led, in the fif- 
teenth century, to that “bastard feudalism’’ 
which the Tudors, conservative at least in 
this, ultimately corrected. And all this is 
illustrated by vivid portraits. The great 
Anglo-Saxon Bretwealdas assume here persona- 
lity and stature; the genius of Bede is ren- 
dered suddenly clear; the humanism of Alfred, 
the modernity of Henry I, the fiendish energy 
of Henry II, the great work of Edward I, “the 
English Justinian”, become evident before the 
reader’s eyes. 
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Publications 


“Gathering up the Threads” by Florence Ada 
Keynes. W.Heffer & Sons. 120 pages. 12s. 6d. 

Many friends and admirers of the late 
Lord Keynes will be interested in his 
mother’s simple and attractive account of his 
ancestral roots, of life and society in Cam- 
bridge from the 1880’s on, and, of course, in 
the ancedotes she tells of the youthful May- 
nard. The main part of her history of the 
Keynes side of the family she owes to re- 
searches carried out when he was at Eton and 
at Cambridge by Maynard himself, who traced 
his ancestry back to one William de Cahagnes 
in Normandy who came over with the Conqueror. 
Writing after the completion of his labours, 
Lord Keynes wondered if his ancestors “were 
as fascinating alive as they were dead’’. 
One suspects, however, that it is Mrs Keynes’ 
side of the family to which, though possibly 
less “fascinating”, the spark of genius which 
burst into fire in Maynard Keynes is to be 
traced. At any rate, the most dynamic per- 
sonality of which she gives account is that 
of her own father, Dr. John Brown, descendant 
of a Scottish family tempered or steeled by 
several generations of residence in Lanca- 
shire, who became famous as the congregation- 
al pastor of the Bunyan Meeting in Bedford. 
And while her husband, John Neville Keynes, 
long Registrary of the University of Cam- 
bridge, was a man of high culture and attain- 
ment, Mrs Keynes’ pioneer service in the 
cause of women’s participation in municipal 
life - she was Mayor of Cambridge in the year 
of her golden wedding - does nothing to con- 
tradict the theory that it is mainly from the 
mother: that exceptional capacity is inherited. 


¥ * * 


“Readings in Business Cycle Theory” selected 
by a committee under the chairmanship of 
Dr. Gottfried Haberler. American Economic 
Association Series (Blakiston). Allen and 
Unwin. 487 pages 25s. 

This second volume of “Readings” in the 
Blakiston series to be republished (and more 
mercifully priced) on this side of the Atlan - 
tic maintains the high quality of its prede- 
cessor on International Trade, lately review- 
ed by The Economist. It suffers rather more, 
however, from the lapse of time; none of the 
articles here reprinted appeared later than 
1940, and even the bibliography goes no fur- 
ther than 1943, since when, after all, a con- 
siderable amount of important work has been 
done - notably, in this country, by Mr Hicks 
and Mr Harrod. This largely inevitable in- 
completeness, however, makes no difference 
to the book’s status, which is that of a 
standard volume indispensable to any serious 
student’s library and the more indispensable 
the more limited that library’s extent. 
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AMERICAN SURVEY 


Democrats at Bay 


Washington, D.C. 


With Labour Day over and Congress ready 
to go home, the election campaign can begin 
in earnest. It is still too early, since 
the Korean War has dramatically changed the 
issues, to prophesy what the result will be. 
But it is not too.early, in the opinion of 
most people in Washington, to admit that 
the campaign itself will be one of the most 
unsavoury of modern times. Some part of the 
coming unpleasantness was inevitable; with 
each successive defeat the Republican Party 
becomes more bitter and its Congressional 
candidates observe fewer of the decencies. 

But the greater part will come from the 
deliberate decision, even at this critical 
moment, to make American policy in the Far 
East the chief election issue and to use the 
McCarthy technique and the MacArthur legend 
for driving it home. The ‘relentless scru- 
tiny’ produced by the Republican members of 
the Senate Foreign Relations Committee was 
the first product of this decision. For all 
its false premises and doubtful reasoning, it 
was a comparatively sober and respectable 
document. From the Democratic point of view 
it was also a dangerous one. The truth about 
the situation could not be denied; the half- 
truths in the passages apportioning responsi- 
bility will be hard to explain. But two 
days later Senator Wherry gave tongue to what 
will no doubt be the real keynote of the cam- 
paign when he said that ‘it is the policy of 
Mr Acheson to let the dust settle in Asia, 
and that cannot be denied. The blood of our 
boys today is on his shoulders.’ 

Before June 25th the Republicans were 
generally expected, more because the party in 
power usually loses seats in the mid-term 
election than for any more tangible reason, 
to make some headway; but it was not thought 
likely that they would regain control of 
either House. They were in the predicament 
of conservative parties all over the world in 
having nothing to offer; what was even worse 
they were proud of it. Mr Dewey, the most 
intelligent critic of (and the greatest suf- 
ferer from) his party’s prehistoric wing, 
said in February: 

Anyone who thinks that an attack on 

the fundamental idea of security 

and welfare is appealing to the 

people generally is living in the 

Middle Ages. Everybody wants wel- 

fare and security. The man who 

first used the phrase Welfare State 

against our present Government did 

his cause no good, to put it mildly. 

The man was Senator Taft and he is in danger 
in Ohio from a character who, to put it mild- 
ly, is undistinguished. 


But the Korean War has changed the pic. 
ture. Despite the warning, again from Mr 
Dewey, that ‘politics should stop at the wa- 
ter’s edge and, if it does not do so soon, | 
doubt if we will long own the water’s edge’, 
the Republicans, who have always longed to 
fight their elections in the Pacrfic, are go- 
ing into battle bearing a banner with two 
very strange devices. ‘For Chiang, Formosa 
and MacArthur’ is on one side; on the other 
is ‘Johnson and Acheson must go’. 

The tacit approval given to Senator 
McCarthy and his tactics by the Republicans 
in a peace-time atmosphere may not have been 
very reputable politics, but it was honest 
compared to the present encouragement of a 
self-opinionated if not rebellious General. 
It is incredible that the Commander of the 
United Nations Forces in Korea should have 
been allowed to become either a catspaw or an 
accomplice of the opposition party in an in- 
ternal election in the United States. But, 
as Miss Doris Fleeson of the Washington Star 
said a week or two ago, ‘those people are in 
the Republican saddle who believe that the 
only thing that counts in politics is whether 
you win or lose’. 

If the Congressional Democrats had 
courage, a quality which they conspicuously 
lack, it would not be too late to fight the 
kind of campaign which would give them a 
chance. But many of them, frightened by the 
Hiss trial, confused by the McCarthy antics, 
and scared by reports coming in from all over 
the country, have decided to be more anti- 
Communist than the Republicans. This has 
involved them in an open breach with the 
President’s policies. They are trying to 
outdo the opposition in showing their love 
for General Chiang Kai-shek and Sentral Fran- 
co and their admiration for General MacArthur. 
And those who know better dare not speak lest 
they be accused of sympathy for Communism. 

If the elections were held today the re- 
sult would probably be serious for the Demo- 
crats. But this may well be the party’s 
lowest point. The American people, who are 
not used to taking the shock of initial de- 
feats in war, cannot understand why their 
powerful country cannot polish off the North 
Koreans overnight. Those in office must 
take the blame. But, if the tide should 
have turned before polling-day and the United 
Nations forces be on the offensive (the tim- 
ing of the offensive cannot, of course, be 
decided for political reasons in Washington, 
but only by the Commander in the field), 
Democratic prospects would improve. They 
would improve even more if the Democrats who 
are running would take the offensive and dis- 
play the courage of the convictions they are 
supposed to have. The President, both in his 
broadcast and his reprimand to General MacAr 
thur, has given them a lead. 
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THE BUSINESS WORLD 


An Autumn Budget? 


Reflections upon the economic effects of 
the increases in forces pay and the extension 
of compulsory service have led some people to 
hope that the Government will think again 
about its evident first decision not to intro- 
duce an autumn budget. This decision was 
apparently based mainly on the assumption 
that the new defence plans could not, even 
with the best possible speed in execution, 
exert any large effect before the fiscal year 
1951-52, so that any budgetary action could 
safely be deferred until next April - and, 
incidentally, perhaps until after the next 
election. A second assumption, to which at- 
tention was drawn here last week, was that, 
in the absence of the rise in exports in the 
first half of this year, the economy might 
have developed a little of that disinflation- 
ary elbow-room that it has lacked for so long 

Now it seems certain that the forces of 
inflation will be strengthened almost at 
once, and that any minor slack will be taken 
up very quickly - unless an undue burden is 

rown upon exports, which need actually to 
be stepped up to keep pace with the worsen- 
ing of the terms of trade. ‘The increase in 
forces pay adds forthwith £70 million a year 
to public spending power before the policy 
begins to do its job of attracting manpower 
away from civil employment; and, quite apart 
from that, the civil labour force will hence- 
forth be depleted by the fact that the in- 
take of conscripts will exceed releases. In 
addition, the new equipment contracts and 
other outlays for supply will certainly pro- 
voke some pressure this year, while there is 
always the danger of a wave of forestalling 
purchases by consumers and of redoubled pres- 
sure for wage increases. Al] these are ar- 
guments for early disinflationary action - 
both to provide some immediate correctives 
and to give due warning of the need for res- 
traint now and of the bigger sacrifices that 
will be needed next year. 


Productivity Not Enough 


Unfortunately, there is no sign yet that 


the Government is giving weight to such con- 


siderations. [It still seems to be regarding 
the undoubted need to sustain ‘economic re- 
covery’ as a licence for sustaining ‘business 
as usual’ - which is a very different, indeed 
a contrary, objective. Upon the special re- 
- assembly of Parliament next Tuesday, the 
Government is expected to reveal something 
about the conclusions that emerge from the 
economic stocktaking which the planning 
staffs have been busily e . But the 
portents suggest that the first ‘consequen- 
tial measures’ after Korea will be as un- 
realistic as those propounded on the morrow 
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of devaluation. In these circumstances, it 
is a pity that some responsible commentators 
still seem to be lending support to the Gov- 
ernment’s first comfortable assumption that 
the extra defence burden can be readily car- 
ried by extra productivity. Sir Hubert 
Henderson, in an article in the latest Dis- 
trict Bank Review, makes some shrewd comments 
about the danger of rising inflationary 
stresses, yet he says that the problem is 
really only one of ensuring that a sufficient 
proportion of the fruits of productivity is 
reserved for defence instead of being absorb- 
ed by other claimants such as a rising stan- 
dard of living. 

The reasons for distrusting this facile 
approach were succinctly stated in these col- 
umns four weeks ago. But, even if the 
arithmetic of productivity were trustworthy 
and supported this view, it would still be 
true that the frictions to be encountered in 
any effort to reserve the increment for de- 
fence purposes would be so great as to set up 
considerable stresses that would prejudice 
both the defence drive and the export drive, 
and, even so, would not save the public from 
the injustices of inflation. It cannot be 
emphasised too strongly that a reliance now 
upon productivity to see Britain through 
will mean too little defence effort, too few 
exports and too much inflation. 


A Coal Crisis? 


The Government, in its urgent need for 
more coal production, cannot find it easy to 
rouse the miners without alarming the country. 
Mr. Robens when he spoke last weekend of the 
risk of a winter fuel crisis if coal stocks 
are not built up from less than 13 million 
tons to 16% million tons by the end of Octo- 
ber, was addressing Durham miners at a gala, 
and his speech was no doubt a call to action 
rather than a prophecy of doom. But the 
facts to which he called attention are dis- 
quieting facts whether they presage imminent 
crisis or not. 

There is nothing sacred about a figure 
of 16% million tons for stocks. In most 
sets of circumstances such a total would be 
more than enough; circumstances might, how- 
ever, so combine that it would prove too 
little. What is significant is the rate at 
which inland consumption is persistent ly tend- 
ing to rise and the difficulty of getting 
output to keep pace. Lord Hyndley, when he 


surveyed in January the coal prospects for 


1950, anticipated an inland consumption of 
between 196 and 20] million tons this year. 
This. figure compared with 195.1 million in 
1949, 192.7 million in 1948, and 177.8 mil- 
lion in 1938. In the event inland consump- 
tion in the first 34 weeks of this year has 
shown an increase of 3,400,000 tons over the 
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same period of 1949. Output, including 
opencast output, has shown an increase of 
barely 2,000,000 tons. The export programme 
will be an inevitable casualty if this goes 
on. But how is the process to be checked? 
Anything saved by rationing house coal is 
more than absorbed by industry and the utili- 
ties, which together (Mr. Robens said) took 
34 million tons more last: year than in 1938. 

The growth of these demands is by no 
means at an end, even apart from any extra 
stimulus from rearmament; and it is by no 
means certain that the Coal Board’s task in 
meeting them is a possible task at all. The 
improvement in productivity is slow and comes 
largely from injections of capital in the 


form of machinery and works of reconstruction. 


The mining labour force is shrinking more 
rapidly than the Coal Roard or the Government 
expected, and efforts to check the shrinkage 
have had no visible success. The report of 
the Ministry of Labour for 1949, published 
this week, gives an impression of complacency 
on this subject as on the general question of 
inducing manpower to flow into the occupa- 
tions in which it is most needed. Admirably 
as the Ministry works in detail, there is 
still no sign of success in applying a gener- 
al manpower policy, if such a policy exists. 


Freer Switching 


Since last Monday ‘non-resident’ holders 
of sterling securities - that is, holders 
outside the sterling area - have been allowed 
to ‘switch’ into any security quoted on a 
stock exchange in the sterling area that is 
not redeemable earlier than ten years from 
purchase; non-resident holders of blocked 
sterling balances have been accorded similar 
freedom to invest their funds. Under regula- 
tions introduced in 1948 non-resident holders 
of British Government securities had not been 
allowed to switch out of them into indus- 
trials - and all non-resident holders were 
precluded from switching into South African 
or Rhodesian securities. Permission was 
also generally withheld from any switches 
that involved a change in the ‘country of 
borrower’; before last Monday, therefore, 
the overseas holder of, say, a Chilean mining 
security expressed in sterling could switch 
only into another Chilean security. 

The new regulations broadly restore the 
facilities set up during the brief ‘dash for 
convertibility’ in 1947. One consequence of 
them will probably be a movement by non-resi- 
dents out of gilt-edged into industrials; 
the gilt-edged market was already reflecting 
expectations of such a movement on Monday. 
Another consequence may be that certain Latin 
American states will be able to retire their 
sterling securities more rapidly than before; 
they will be able to buy gilt-edged securi- 
ties cheaply in New York, sell them at market 
value in London and then use the proceeds to 
repurchase their own securities. As a re- 
sult of transactions in cheap security ster- 
ling of this sort, and as a result of the ex- 
pected switch by foreigners from gilt-edged 
into higher yielding securities, Britain may 
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lose a little foreign exchange. But the ad- 
vantages to be gained are certainly worth the 
small sacrifice involved. Sterling securj- 
ties should now become much more desirable 
investment media in foreign eyes; some first 
sign of this can in fact be deduced from the 
fact that the four main ‘security sterling 
rates’ (gilt-edged, industrial, Rhodesian 
copper and South African sterling) have merg- 
ed (as merge they had to) into a single rate 
near the upper level of the previous spread, 
The prestige of sterling securities abroad - 

and the degree to which foreigners use the 
London market instead of New York or Amster- 
dam - will be immeasurably increased if swit- 
ches between residents in different currency 
areas are now liberalised; the Bank of Eng- 
land’s rules about such switches (which still 
seem to be subject to individual licence) are 
at present very obscure. Provided such lib- 
eralisation takes place, the only barriers 
still set up to foreign investors by the 
British exchange control will be those that 
prevent a withdrawal of foreign capital from 
the sterling area. Indeed, this latest move 
towards freedom might have been accompanied 
by others a good deal more vigorous - if the 
rearmament crisis had not given more power to 
the elbow of the cautious spirits who cling 
to control. 


Bank and Fund Concourse 


Representatives of the finance ministries 
and central banks of forty-nine countries, 
ranging from the United States to Salvador, 
have now assembled in Paris for the fifth 
annual meetings of the International Monetary 
Fund and the World Bank. The reports of 
these two institutions were due to be pres- 
ented to the Governing Boards on Thursday and 
Friday of this week - after this emergency 
issue of The Economist had gone to press. 
But it is doubtful whether their content will 
be such as to hoist them high into the head- 
lines. The course of events in the past 
year has not run kindly for the Fund, which 
is still faced by a world in * fundamental 
disequilibrium” (a “temporary” condition that 
has now outlasted the Fund’s fifth birthday), 
which is still split (more perhaps than 
appears to the naked eye) on the negative 
attitude it has adopted to South Africa's 
request for greater freedom in gold dealings, 
and which is still nursing a sense of injured 
pride at the small part it was allowed to 
play in the exchange rate adjustments of last 
September and the more recent conception of 
the European Payments Union. Apart from 
certain internal staffing problems, the main 
interest at the Fund’s annual meeting may 
centre in the efforts of some European count- 
ries to secure adjustments to their “quotas” 
and dollar-drawing rights. So long as 
Marshall Aid lasts, no West European member 
may draw dollars from the Fund; when 
Marshal] Aid ends, the size of quotas, and 
the corresponding dollar-drawing rights, will 
become of greater importance. 

The World Bank has had a rather more 
active year. It has lent more than $200 
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million - mainly to Australia, India, Turkey, 
Iraq and Latin American countries. Subjects 
that may come up for discussion at the Bank’s 
meeting are the very high level of its over- 
head costs, the possibility of raising and 
lending currencies other than the dollar, and 
the liberalisation of the non-financial cov- 
enants in its rather stereotyped loan con- 
tracts. Some attention might also be paid 
to whether the Bank should now adapt its 
lending policy more closely to the renewed 
need for world wide disinflation - or whether 
it should merely scrutinise each loan for its 
individual prospects for repayments. But 
these narrow discussions of the particular 
affairs of the Bretton Woods babes are un- 
likely to be the most important consequences 
of this week’s concourse; men such as 
Mr. Snyder and Mr. Havenga are unlikely to 
have come on a European tour without first 
filling their brief-cases with other and more 
important matters than those to be formally 
discussed in the board room of the Bank of 
France Annex. 


New Hope from Argentina? 


Rritish firms operating in Argentina - 
and those now cut off from the Argentine 
market - may derive some hope from the sim- 
plification of that country’s exchange 
system announced last week. These foreign 
exchange reforms, which include a devaluation 
of the peso, provide new evidence that the 
Argentine authorities are now confident that 
their external economic prospects are again 
changing for the better as the world politi- 
cal situation changes for the worse. It 
also provides the first ray of hope that they 
may be planning to ease the strains imposed 
on their economy by their policies of the 
last few years. These policies, as has 
often been explained in The Economist, 
sought to jack up the standard of living of 
the urban proletariat by milking local agri- 
culturists (through discriminatory exchange 
rates) and to jack up the country’s exiguous 
exchange reserves by milking any foreigner 
who lay conveniently to hand. The new 
exchange structure is notable because it 
throws out a few first crumbs of comfort to 
these two whipping boys. The export ex- 
change rates for basic agricultural products 
have been raised from 9.4 pesos to 14 pesos 
to the £, and those for other agricultural 
products, semi-manufactured and manufactured 
goods are raised to 21 pesos - from 13.53, 
16.04 and 20.15 pesos respectively. The 
profits arising from these devaluations, 
which for most products are of the order of 
40-50 per cent, should provide a stimlus to 
Argentina’s flagging agricultural production 
- provided the profits are passed on by the 
state purchasing agency; they will also, 
however, inevitably generate inflationary 
pressure within the country. Exchange for 
preferential imports will now cost 14 pesos 
to the £ (instead of 10.45 pesos); for other 
essential and semi-essential imports the rate 
will be the same as the general export rate - 
i.e. 21 pesos (instead of 15.04 and 17.04 
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pesos). Inessential imports - a category 
that includes the great majority of British 
textiles and other manufactured goods - are 
to be financed at the free market rate, 
now about 40 pesos to the £. It is not yet 
clear whether exchange for these imports can 
be bought at this rate without prior permits; 
if it can, there may be a rush to buy British 
manufactured exports despite the high inter- 
nal prices that these rates would ensure. 

There remains the all-important question 
of financial remittances. From now on for- 
eign firms operating in Argentina may buy on 
the free market, and remit abroad, foreign 
exchange up to an annual maximum of 5 per 
cent of their investment in the country. 
The Argentine Government has also announced 
that it will facilitate transfers of the 
£20 million odd of accumulated British earn- 
ings “as soon as conditions on the free 
market permit’. Meanwhile, British firms 
holding blocked peso balances are apparently 
to be allowed to sell them for sterling - if 
they themselves can find a sterling buyer. 
Unfortunately, it is not yet clear by what 
formula the permitted remittance of 5 per 
cent is to be assessed; if the original 
sterling investment is to be valued at the 
pre-war rate of about 12 pesos to the £, 
while current remittances are valued at 40 
pesos or more to the £, the concessions will 
afford cold comfort. Moreover, it must be 
emphasised that the Argentinians have been 
induced to make even these meagre concessions 
to foreign businesses only because they think 
they can now increase their exchange reserves 
by forcing Britain and other countries to 
pay - in an inflated world market - higher 
prices for their products. 


Bank Advances Rise Again 


The clearing banks’ statement for August 
reveals a picture very similar to that pain- 
ted by most of these statements in the spring 
- the decrease in Governmental demands on the 
banks has just, but only just, sufficed to 
offset the rising pressure of bank advances. 
In the four weeks to August 16 Government 
borrowing (as represented by the net change 
in money market assets, Treasury deposit 
receipts and cash holdings) ran down by some 
£27% million while advances increased by just 
over £21 million. Net bank deposits dec- 
lined by £5, 600,000. It now seems probable 
that the apparent check to the rise in 
advances between April and July was largely 
seasonal - insofar, that is, as it was a real 
check and not merely a reflection of special 
Electricity repayments (from the new issue 
proceeds) and of the accounting oddities 
discussed in these columns on August 5. 
Moreover, the renewed upsurge in primary 
commodity prices must necessarily lead to an 
increase in the cost of carrying stocks; 
wool manufacturers in particular may now be 
pressing for a higher ceiling to their borr- 
owing powers. In view of this, and in view 
of the fact that Government borrowing mst be 
expected to increase as rearmament gets into 
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its stride, the prospect that credit stabil- 
ity can be maintained over the next few 
months is not at present bright. 


Expanding Oil Production 


World oil production is well on the way 
to reaching an unprecedented high level in 
1950. Estimates made by the Petroleum Press 
Service put the total world production of 
crude oil in the first six months of this 
year at 245,825,000 metric tons - 15,000,000 
tons more than in the first six months of 
1949 and 6,000,000 tons more than the pre- 
vious record half-year, which was July-Decem- 
ber 1948. These are impressive figures as 
they stand. Still more significant are the 
facts that all the principal oil-producing 
regions of the world have shared in the in- 
crease, and that the full recovery of Ameri- 
can production has only become apparent 
in the last two months; the indications 
point, therefore, to a still higher perform- 
ance in world oil production in the second 
half of the year. 

Although world output fell slightly 
last year as compared with 1948, the reduc- 
tion then was substantially confined to the 
United States; output in the rest of the 
world has, broadly speaking, expanded un- 
interruptedly for some years. The expansion 
outside the United States has continued and 
in some regions has been accelerated. Mid- 
dle East output in the first half of 1950 was 
5.2 million tons more than in the second half 
of 1949. Iran, Iraq, and Kuwait are to- 
gether responsible for the bulk of this in- 
crease, and the putting into service of the 
new 16-inch pipeline from Kirkuk to Tripoli 
played a considerable part; but since May 
Saudi Arabian output has begun to advance 
rapidly as well. In the Far East, Indone- 
sian and Borneo production have advanced 
steadily. Venezuelan production was reduced 
in February and March because of the poor 
United States import prospects for fuel oil, 
but rose remarkably in June and July to a 
rate equivalent to 84 million metric tons a 
year.. 

American production has not ceased to be 
the dominant feature in the world oil picture; 
and the American market underwent an immense 
transformation even before the Korean war 
administered a new impetus. American domes- 
tic requirements rose by no less than 12 per 
cent over the first half of 1949, so that 
even with the reduced export demand for Ameri- 
can oil products the total demand for United 
States oil advanced by 10 per cent. It has 
taken some time, and a substantial running 
down of stocks, before the restrictions on 
output were removed and the movement of de- 
mand fully reflected in production. But 
American output, at 5.6 million barrels a day, 
is now 900,000 barrels a day higher than a 
year ago, and still rising. Refinery runs 
are higher again, more than 6,000,000 bar- 
rels a day; American imports of crude oil are 
running over 500,000 and of products over 
300,000 barrels a day. 
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Shorter Notes 


France last week paid Britain £9,250 000 
of the £15,250,000 agreed for final settle. 
ment of all wartime debts; the balance wi]] 
be paid in September 1951. France also paid 
last week £8.6 million in first repayment of 
the £100 million loan granted after the war. 
These payments are being set off against 
French sterling balances, which stood at 
£28 million at end-June. 


To provide for capital expenditure, 
Imperial Chemical Industries is arranging a 
private placing of £20 million 4 per cent un- 
secured loan stock 1958-1960. The issue 
price has not yet been disclosed, and ordin- 
ary stockholders are not being asked to 
participate. The ordinary units of ICI were 
marked down sharply on the news. 


A further £2,500,000 is to be raised by 
Petrochemicals to finance the chemicals-from- 
oil plant at Partington and repay £900,000 
temporary advances from the FCI. Sanction 
is being sought to create a prior charge up 
to this amount and ranking pari passu with 
the existing 5 per cent second secured loan 


stock 1959. 


The payment of a special interim divi- 
dend of 3.6d. per }5s. ordinary stock unit of 
Tate & Lyle in December will be coupled with 
the creation of a “Prosperity Fund” for dis- 
tribution to employees. It is understood 
that the fund will be geared to an incentive 
scheme to be linked with output and profit. 


The British air corporations’ operating 
deficit in the last financial year was 
£7,790,000 for BOAC, and £1,360,000 for BEA. 
Internal reorganisation and increased traffic 
cut the losses of BEA by more than half and 
those of BOAC by 13 per cent. 


The provisional index of industrial pro- 
duction for June, published by the Central 
Statistical Office, is 143 (1946 = 100). This 
is a point higher than in May and is equal to 
the index for March, the highest recorded. The 


index for manufacturing industries is 149. 


STATISTICAL SUMMARY 


Finance Week ending 


Aug.26  Sep.l 
Note circln. (Wed) mn. 1307.5 1302.0 


Tr. Bills allotted (Fri) om 230 240 
Av. rate per cent 10s3.48d 10s2.90d 


Total Floating Debt &mn 5901.8 5899.7 
canes in Nat.Savs. £000 - 1820 . 
Total Ord. Rev. £000 _ $7,376 79,958 
Total Ord. Exp. £000 45,878 76,781 
Gross Nat. Debt ¢mn 26,196 26,211 
Gilt-Edged Yields Aug-28 Sep. 4 
War Loan 3% 1955-59 2.13. 2 2.13. 0 
Funding 3% 1959-69 3. 3. 9 3.3. 2 
War Loan 3% (after ’52) 3.14.11 3.14. 6 
Br. Electricity 3% 3. 5.8 3. 5.1 
Br. Transport 3. 8. 3 3. 7. 8 
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Company Meetings 
OZALID COMPANY 


The annual general meeting of the Ozalid 
Company, Limited, was held on Aug.23, in Lon- 
don, Mr. C.A.G.Hewson, chairman and manag- 
ing director, presiding. 

The following is a summary of his state- 
ment: The profit for the year 1949 was great- 
er than that made in 1948. The result is 
extremely gratifying and exceeds the forecast 
of the directors made in the early part of 
1949. The turnover for the year under review 
was greater than that of the preceding year. 
The turnover for the first six months of the 
current year has exceeded the figure for the 
identical period of 1949. 

The company’s continued success depends 
upon marketing products of the highest 
possible grade and the production of improved 
ones; further, as our products are supplied 
to the drawing offices of nearly all the 
leading engineers, shipbuilders, aircraft and 
armament concerns, municipalities, and build- 
ing contractors in the United Kingdom, our 
fortunes are directly concerned with the tra- 
ding conditions experienced by those in the 
spheres mentioned. 

Your directors recommend the payment of a 
final dividend of 15 per cent., less income 
tax, on the “A’’ and “B’”’ ordinary shares, 
which provides a dividend of 25 per cent. for 
the year. 


SPURLING MOTOR BODIES 
LIMITED 
Capital Increased 


The thirteenth annual ordinary general mee- 
ting of Spurling Motor Bodies Limited was 
held on Aug 31 in London. 

Mr. W. F. Spurling (Managing Director) said 
that the year under consideration had been 


fraught with frustrations and difficulties. 


Especially did he refer to the continued 
shortage in the number of new vehicles for 
the home market. Secondly they had suffered 
from the effects of the general shortage of 
money and those two factors had very definit- 
ely affected the profit earning capacity of 
many businesses. 

A third factor in their case had been the 
nationalisation of the road haulage industry. 
A considerable proportion of their revenue 
had always come from the sale of replacement 
parts. 

Their trading profits had fallen from 
£210,429 to £188,998, a decrease of £21,431, 
but the net available profit, after charging 
taxation, had fallen by only £8,157. The 
directors felt justified in maintaining a 
dividend of 37% per cent. for the full year. 

The directors were confident that the com- 
ing years would be as satisfactory as former 
years. 

The report was adopted, and at a subsequent 
extraordinary general meeting a resolution 
was approved increasing the capital to 
£600,000 by the creation of 500,000 Ordinary 
shares of 4s each. 


SILENTBLOC LIMITED 
Record Net Profit 


The fifteenth annual general meeting of 
Silentbloc Limited was held in London on Aug- 
ust 30. 

Mr. H. Vezey Strong (chairman) in the 
course of his speech, said: 

A year ago I ventured upon a modest predic- 
tion, the fulfilment of which is expressed in 
the report and accounts. After providing 
£59,823 for taxation, your company retains as 
net profit for the year the sum of £44,305, 
which is approximately 58 per cent. above 
that of last year, and constitutes a record. 

It is proposed to place £12,000 to the as- 
set replacement reserve, to pay a final divi- 
dend of 4d per share, less tax, making 7d, 
less tax, for the year, and to carry forward 
the balance of £36,234. 


The Recent Issue 


In July last 550,000 new shares were issued 
at 5s.9d. per share, raising the issued cap- 
ital of your company from £165,000 to 
£220,000, and producing approximately 
£135,000 of new cash. In turn, the nominal 
capital of the Andre Rubber Company, Limited, 
has been increased from £36,000 to £250,000. 
All the shares so created have been issued to 
the parent company for cash. Thus the cap- 
ital of the Andre Rubber Company, Limited, 
has now been brought more into line with its 
asset position, the loan from Silentbloc, Lim 
ited, has been repaid, and adequate working 
capital provided for its expanding business. 
The sum of £86,234, which it is proposed to 
carry forward, is in itself sufficient to 
provide a dividend of 7d per share, less tax, 
on your company’s capital as it now stands 
increased. Our three factories are in most 
excellent shape, and indeed maintained in the 
best order and condition. 


Associated Companies 


Our associated companies overseas now begin 
to forge ahead. [In the year under review 
your company received revenue only from the 
U.S.A., the royalty earnings paid in American 
dollars amounting to £3,050, plus £499.10s., 
being profit on exchange. This is a relat- 
ively small sum; nevertheless, when compared 
with £1,166 for the preceding year, the pro- 
gressive trend becomes: clearly marked. This 
is not a one-way traffic, for we reciprocate 
in the fullest sense, so as to help secure an 
outstanding success for these combined op- 
erations, 

Our policy here at home for the current 
year is one of consolidation. 

With regard to the current year, the order 
books of both companies are full, combined 
sales for the first three months of the year 
exceed those of the corresponding period of 
last year by over one-third, and your board 
views the future with confidence. 

The report was adopted. 

















GEORGE LEE AND SONS, 
LIMITED 


Substantial Increase in Output 
And Sales 


Lord Barnby's Review 


The sixty-fourth annual general meeting of 
George Lee and Sons, Limited, was held on 
August 23rd at Providence Mill, Wakefield. 

The chairman, Colonel Lord Barnby, C.M.G., 
C.B.E., M.V.O., in the course of his speech, 
said: - 

The results for the year under review can, 
we feel, be regarded with satisfaction. In 
addition to the improved financial results 
recorded in the accounts for the year there 
was a substantial increase in output and 
sales. 

The steady rise in the price of wool in- 
volves, in a business such as this, need for 
a greater increase in working capital than 
can be provided out of current profits after 
providing for taxation requirements and a 
modest return for shareholders. In addition, 
there is need of funds to pay for new equip- 
ment at to-day’s high prices. Up to the pre- 
sent your company has met these commitments 
by bank borrowings, but your directors now 
feel that they would be well advised to ob- 
tain finance in some more permanent form. 
They are therefore in course of negotiations 
for additional capital in a more permanent 
form. 


Wool Prices 


Wool prices moved on to a higher level. 
This made it difficult for spinners to avoid 
progressively recovering part of the advance 
by increased prices to customers. Statements 
after devaluation by the Chancellor of the 
Fxchequer dismissing expectation of resultant 
price advances undoubtedly resulted in normal 
provision of raw material by importers being 
postponed. As a result higher prices were 
paid later to secure necessary raw material. 
This is reflected in the rise in Customs and 
Fxcise return of imports, to which rise wool, 
of course, contributed substantially. 


Export Field 


In the export field we have continued to 
press sales with customary vigour. We have 
maintained our proportion in most markets and 
are recapturing our former volume in others 
where currency and import restriction had 
stopped normal flow. 

Trading with retail stockists is now re- 
turning to conventional seasonal practices. 
To provide for this stocks at the mill mst 
be built up during the summer months. I would 
remind shareholders.that we sell our products 
as “Target Wools’’ under brands long well 
known at home and abroad, such as, to name 
only a few leading ones, Campanula, Leemont 
Crepe, Cherub, Clover Boucle, etc. 


The report was adopted. 


THE ECONOMIST, September 9, 1959 


BRITISH BORNEO TIMBER 
COMPANY, LIMITED 


Termination of Concession 


The thirtieth annual general meeting of the 
British Borneo Timber Company, Limited, was 
held on September 7th in London, Mr. H.¥, 
Horner (the Chairman) presiding. 

The following is an extract from his circu- 
lated statement for the year: 

The Colonial Office had given formal notice 
that the company’s present concession wil] 
terminate on June 3th 1955. We understand 
that it is the wish of government to start 
discussions in due time regarding the terms 
on which this company may continue its busi- 
ness thereafter, without waiting until the 
period of the five years’ notice is nearing 
its end. 

We are continuing to press on with the work 
of re-equipping our sawmills, engineering 
works, and slipway in Borneo. The extension 
of the sawmill was completed in June and is 
now making a substantial addition to the out- 
put of sawn timber. 

Demand for timber in our main markets, 
the U.K. and Australasia, remains steady and 
sales have been well maintained. 

The profit for the year, before providing 
for taxation, is £104,719 - some £26,(00 
lower than that of the previous year - which, 
may be regarded as satisfaetory. The board 
recommended a dividend of 10 per cent. 

The report was adopted. 


GENERAL CEYLON 
RUBBER & TEA ESTATES 


The fifty-third annual ordinary general 
meeting of General Ceylon Rubber and Tea 
Estates, Limited, was held on August 22nd in 
London, Mr. J. Gilroy Annan (chairman and man- 
aging director) presiding. 

The following is an extract from his state- 
ment: 

It gives me great pleasure to be able to 
report an increase in profits for 1949 over 
1948, before making provision for taxation, 
of £10,246, that is to say £54,140 against 
£43,894. Whilst climatic conditions did, in 
fact, improve in the second half of the 1949 
season, this improvement was not sufficient 
to off-set the drought in the early part of 
the year, and tea crop was less than in 1948 
by some 13,000 lbs. The drop in crop was 
more than compensated by the increase 1” 
price obtained of about ¥d. per lb. 

Rubber crop showed an increase of 20,000 
lbs., which can to a great extent be account- 
ed for by the bringing into tapping of 
hitherto immature rubber and slaughter tap- 
ping of old rubber preparatory to replanting 
in tea in 1950. ; 

Your directors recommend paying a divi- 
dend of 6% per cent., less income tax. 

As regards the current season, there have 
been harvested to July 31st, this year, 
1,387,758 lbs. of tea and 567,882 lbs. of 


rubber. 
The report was adopted. 
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B.O.A.C. Stratocruisers fly you over- 
night from London to New York and 
also to Montreal. g flights weekly to 
New York (1 via Shannon, 4 via Prestwick 
and 4 direct). 4 flights weekly to 
Montreal (1 via Shannon, 3 via Prestwick). 


GE&ETr THERE 


STRATOCRUISER 


SOONER! 








SLEEPER SERVICES 


wVS.Ge 1 AND alias jan pote 


| B.O.A.C. operates the ONLY Sleeper service 

to Montreal. Sleep your way across the 
| Atlantic in the double-decked spaciousness 
| ofthe world’s largest, fastest, most luxurious 
| airliners. Complimentary meals include 
| drinks. No tips or extras. 


>t AS ot BER E 


Reduced Ret 





j£On GERI 











urn Fores for ** Off-S 


| From LONDON to Single Fare =| Standard Return Fare ; 

| | Outwerd journey Return journey To New York | To Montreal 
NEW YORK me £125.0.0 | £224.19.0 Between Ist July and 30th Nov. Between Ist Sept. and 3!st Mar. £195.16 £128 

j } Between Ist Dec. and 30th June Between Ist Sept. and 3/st Mar. £166.13 £160 
MONTREAL £1 20.0.0 £216.0.0 Between Ist Dec. and 30th June | Between Ist Apr. and 3/st Aug. £195.16 £188 








Free advice and information available on request from your 
local B.O.A.C. Appointed Agent or B.O.A.C., Airways 
Terminal, Buckingham Palace Road, London, S.W.1. 
ViCtoria 2323. Early reservation advisable. 


OVERSEA S$ Ba 


Telephone : 


BR 2: Bt 2 SB 


Old friends to know. Old books to read. 
Old wood to burn. Old wine to drink. And 
But they 
must beshoesthat haditinthemtogrowold. 
Lotus Veldtschoen shoes will be the pos- 
session of years. Watch them take the 
polish and, mingling it with the stains of 
earth and weather, acquire the complexion but 


let us add—old shoes to wear. 


of an old violin. 


LOTUS Veldtschoen 


THE MOST FAMOUS SHOE IN THE WORLD 


B.O.A.C. TAKES GOOD CARE OF YOU -_ 
FLY wm bY B-0-A- . 


a Wok Fs i O23. Fe 258 Te 


It's Whitstable for Natives... 





ACCOUNTING MACHINES 
& ADDING MACHINES 


GUARANTEED WATERPROOF 


NOW $5/3 TAX FREE 





-HE NATIONAL CASH BEGISTERB COMPANY LTD 


BRITISH FACTORY aw DUNDEE 
Servwes wherever machines ure sold 


Maintenance Gnd Supplies 

















Comfort first and fast . . 
to Germany 


KLM now Offers you a quick and convenient 








travel route to Germany by air. Fast, fre- 
quent services operate (via Amsterdam) from 
London, Manchester, Glasgow and Dublin to 


Hamburg Dusseldorf Frankfurt 


Nuremburg Munich 
~§- 


KLE 


Enquiries and Reservations from 
all Air Travel Agents, Or from 
Kim Royal Dutch Airlines, 








202/4, Sloane St., s.w.1 
(Tel. Ken. 8111) and at 
Manchester, Birmingham, 
Glasgow and Dublin. 





ROYAL DUTC 
AIRLINES 





SS o' P 
ae Paid for in Dollars 


Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The Chartered Bank of India, 
Australia and China 


(Incorporated by Royal Charter in 1853) 

HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 
Manchester Branch: 52 Mosley Street, Manchester, 32. aeoeepent Branch: 
. West-End( yBranch st Karle Street London, S.W.1. , 

New York Agency: 65 » New York. 

The Bank’s branch system, under British management directed from London, serves 
{NDIA - PAKISTAN - CEYLON - BURMA - SINGAPORE AND FEDERATION OF 
MALAYA - NORTH BORNEO AND SARAWAK - UNITED STATES OF INPONESIA 
‘ INDO-CHINA - - THE REPUBLIC 

HONGKONG - CHINA - JAPAN 


Published. by THE ECONOMIST NEWSPAPER LTD., 22, Ry 
APS. 3 Mood 


Rathbone St., London, Y.1. and 
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Stand design and construction 
comes naturally to 


OLYMPIA 


It is logical that the home of so many famous 
exhibitions should house a department which 
creates and builds hundreds of stands a year. 
They are produced by Olympia’s own designers 
and craftsmen—for exhibitions all over the 
country or on the Continent. This service is, we 
believe, second to none. Not least amongst its 
features is that wise planning makes prices 


decidedly competitive. 


OLYMPIA LIMITED 


KENSINGTON * LONDON * W.14° TEL: SHEPHERDS BUSH 5366 


Unequalled in strength, durability and performance, 
the ‘Fort’ is the culmination of unrivalled experience 


in tyre manufacture. 


DUNLOP 203%! 


In a Class by Jiself 


der St., London, S.¥.1. Duplicated in Great itain by 
s Services Ltd., King William St. House, we E 
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